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Are Michigan's Wrongful Discharge Laws Too Stringent?
Kevin M. McCarthy, Esq.
Kurt N. Sherwood, Esq.
Miller, Canfield, Paddock and Stone
There is widespread belief that employers in Michigan con 
front employment laws which are more stringent than those 
faced by employers in surrounding states. Specifically, it is 
perceived that Michigan's courts have made it more difficult 
for employers to discharge employees without legal liabili 
ty for breaching purported employment contracts. The pur 
pose of this article is to compare the current status of the 
so-called wrongful discharge law in Michigan to that of the 
other Great Lakes states (Ohio, Indiana, Illinois, and Wiscon 
sin) which most directly compete with Michigan for business 
development and expansion. Its purpose is not to explore the 
anti-discrimination or other employment laws of these states 
but rather to compare the judicial decisions with respect to 
so-called wrongful discharge lawsuits, in which discharged 
employees claim they were fired in violation of a contract 
or other written or oral representations. Many studies have 
compared the workers' compensation and unemployment 
compensation laws of these five states; 1 this article is intended 
to supply another piece of the puzzle which must be assembl 
ed when comparing the relative labor, legal, and business 
climates of the states in this region.
Michigan's law in this area developed earlier than in these 
other states, with two effects. Michigan's courts have indeed 
made it easier for discharged workers to successfully sue their 
former employers for wrongful discharge than have the 
courts in the other Great Lakes states. On the other hand, 
because Michigan's law is so well developed, it provides 
much more guidance to employers in how to define the 
employment relationship and how to properly discharge 
employees. The final conclusion of this article is that over 
the next decade the law in the other states will develop much 
like Michigan's has and there will ultimately be much less 
difference in how the various states' courts deal with 
wrongful discharge cases.
In all of the survey states, the general rule of law has tradi 
tionally been that employers are free to discharge employees 
"at-will"; that as long as the employer does not violate any 
statutes, such as anti-discrimination laws, it can legally fire
an employee for any reason or no reason, or even for an ar 
bitrary reason. Over time, significant exceptions to this con 
cept of at-will employment have been created by state courts.
The lead case that significantly modified the state's tradi 
tional at-will employment rule was rendered by the Michigan 
Supreme Court in 1980. In Toussaint v Blue Cross and Blue 
Shield of Michigan, 2 the Court held that an enforceable con 
tract providing that an employee can only be discharged for 
good cause may be created by an express agreement, either 
oral or written, or by the employer's policy statements that 
give rise to a legitimate expectation by the employee that 
he or she can only be discharged for good cause.
An employee, under Toussaint, can prove that he or she 
has a contract which guarantees that the employee can only 
be discharged for a legitimate business reason by showing 
that representations giving rise to such an expectation were 
made to the employee. Some of the most common examples 
are:
1. a contract which explicitly states that the employee may 
only be discharged for "cause," "good cause," or 
"just cause"
2. statements that merely imply that such a standard exists 
such as
- "As long as you do a good job, you'll always be 
employed here"
- "Unless you are caught stealing, your job here 
is secure"
3. the use of probation periods, which imply that once an 
employee becomes nonprobationary, he or she may only 
be discharged for cause
4. the existence of progressive disciplinary policies, which 
guarantee that an employee will not be fired except for 
certain reasons or until he or she has committed a 
specified number of offenses.
The significance of creating a good cause standard is that 
an employer subject to that standard, when sued for wrongful
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discharge by a former employee, must prove to a judge or 
jury that the individual did something improper which con 
stituted a legitimate business reason for discharging that per 
son or that the layoff was due to lack of work. No such proof 
needs to be present in the context of an at-will employment 
relationship.
The result of Toussaint and its progeny is that Michigan's 
employers have lost a great deal of flexibility in disciplining 
and discharging nonunion employees. Similarly, the chances 
of lawsuits being filed and damages being awarded as a result 
of discharge decisions have increased tremendously.
Exceptions to the General Rule
of At-Will Employment Accepted
by the Courts of the Survey States
1. Violations of Public Policy
The most widely applied exception to at-will employment 
relates to discharges that are in violation of public policy. 
There is general agreement among the various states' courts 
that where a discharge violates a public policy expressed in 
a statute, the employer will not be insulated from liability 
by the doctrine of at-will employment. Michigan's courts 
have ruled that a public policy is violated where an employee 
is discharged for:
  reporting suspected patient abuse, as the employee is 
required to do pursuant to state law; 3
  asserting his or her rights under the Whistleblowers' 
Protection Act, which protects workers from retaliation 
where they have reported, or are about to report, a 
suspected violation of any law; 4
  having filed a workers' compensation claim against a 
prior employer; 5
  giving testimony to a grand jury. 6
All of the other survey states have similarly accepted and 
applied a public policy exception to the general rule of at- 
will employment. Although all of the survey states, including 
Michigan, have for the most part limited the exception to 
statutorily based public policies, there are subtle differences 
in the degree to which the exception has advanced in the 
various states. The public policy exception to the doctrine 
of at-will employment is currently applied in very similar 
fashion in Michigan, Ohio, and Illinois, while the courts of 
Indiana and Wisconsin are headed in the same direction but 
at a slower pace. The differences which do exist continue 
to narrow.
2. Written Employee Handbooks and Personnel 
Policies that Alter the Employment-at-Will 
Status of Employees
As stated in Toussaint, a good cause discharge standard 
may be created by an employer's policy statements giving
rise to employees' legitimate expectations that they may only 
be discharged for good cause. Michigan's courts have con 
sistently held that the contents of employee handbooks, per 
sonnel policies, or other documents may either expressly or 
by implication negate the concept of at-will employment and 
create a good cause discharge standard. An "express con 
tract" of employment with a just cause termination standard 
may be created by representations which explicitly state that 
employees will only be discharged for cause. This is a prin 
ciple recognized by the courts of all of the survey states.
An "implied" good cause contract can be created by much 
more subtle representations. Various cases have held that, 
in the absence of clear language preserving an at-will employ 
ment relationship, a good cause discharge standard may be 
established by the existence of, for example, a probationary 
period7 or a progressive disciplinary program. 8
All of the comparison states have acknowledged to vary 
ing degrees that the general employment-at-will status of 
employees can be altered by implied contract principles. The 
Ohio Supreme Court has held that an at-will employment 
standard can be modified, thereby restricting the employer's 
right to discharge, by company policies, by the course of 
dealing between the parties, or by any other facts or cir 
cumstances relevant to the issue. Thus, company policies as 
embodied in an employee handbook will constitute evidence 
of the parties' employment contract. 9 For example, a hand 
book statement that an-employee will not be discharged un 
til a full investigation of the allegations against him has been 
completed, implies that the employer must prove the 
employee's misconduct in order to legally fire him. This is 
especially true where the employer has a long-standing prac 
tice of only discharging employees where it can prove 
misconduct.
The general rule in Indiana, though still somewhat unsettl 
ed, is that employment relationships are terminable at-will 
unless there is a promise of employment for a fixed term. 10 
An employee handbook in that state generally does not create 
an implied contract altering the general rule of at-will 
employment unless it contains an express promise of employ 
ment for a specified period of time.
In Illinois, an employee handbook or policy can modify 
the at-will employment relationship where (1) the handbook 
includes a clear promise, such that the employee could 
reasonably believe an offer of a good cause standard was 
made; (2) the handbook was disseminated in such a way that 
the employee was made aware of its contents and reasonably 
believed it to be an offer; and (3) the offer was accepted 
through commencing or continuing employment. 11
Adopting a narrow application of implied contract prin 
ciples, Wisconsin has recognized that a handbook may con 
stitute a contract limiting an employer's right to terminate 
employees at-will only where it contains clear promises that 
state or imply a good cause standard. 12
A close examination of the cases discussed in this section 
reveals that it is easier for an employee to prove the existence 
of a good cause discharge standard in Michigan than in any 
of the other survey states, particularly Indiana and Wiscon 
sin, which have fairly narrow handbook exceptions. The 
Michigan courts have identified many more specific examples 
of handbook language which may create a just cause stan 
dard than have the courts of the other states. This is due in 
large part to the fact that more cases involving this issue have 
been presented to Michigan's courts than have been put 
before the courts of the other states. It is likely that, over 
time, the other states' courts will increasingly rely on the 
more evolved Michigan case law, but for now Michigan is 
the survey state in which an at-will standard is most likely 
to be superseded by a good cause standard where the 
employer has not taken the necessary steps to preserve the 
at-will relationship.
Where a good cause standard may be implied by certain 
written representations, employers wishing to maintain an 
at-will standard should carefully review all of their employ 
ment documentation to assure that they have explicitly and 
clearly stated an at-will standard. Employers must also be 
sure that such documents do not inadvertently contain any 
language which could be interpreted as modifying the 
discharge standard so as to impose a good cause requirement.
3. The Creation of a Good Cause Standard 
by Oral Representations
The classic statement regularly found to create a good 
cause standard is the representation during a job interview 
or during the period of active employment to the effect that, 
"You will always have a job here as long as you do a good 
job."
In Michigan, a discharge standard may be created or 
modified by the oral representations of the employer's agents 
and/or officials. Employers, therefore, must specifically state 
in their handbooks, policies, and contracts that the written 
policies or contracts may not be modified by oral represen 
tations. Alternatively, if an employer wishes to retain the 
flexibility to establish oral contracts, its handbooks and 
policies should clearly state that oral representations are in 
valid unless made by designated individuals, such as the 
president or human resources manager. In the absence of 
such language, employers run the risk that discharged 
employees will be able to prove, or at least claim, that con 
tractually binding oral promises were made to them by a 
variety of company representatives. 13
Like Michigan, Ohio and Illinois recognize that an implied 
employment contract can be established by oral promises. 
The essential elements of offer, acceptance, and considera 
tion must, however, be present. Although it has not yet ex 
plicitly been decided, Wisconsin also appears to acknowledge
that an implied contract can be created through oral represen 
tations. 14 Indiana continues to adhere to the more restrictive 
rule that oral representations can only modify the at-will rela 
tionship if accompanied by some consideration from the 
employee other than a promise to render future services. This 
additional consideration may be in a variety of forms, such 
as a voluntary reduction or waiver of certain fringe benefits, 
or the acceptance of lower pay or a less prestigious job title.
4. The Effect of a Good Cause Standard upon an 
Employer's Ability to Implement an Economically 
Motivated Reduction in Force
Employees who have been displaced from their jobs 
because of layoffs necessitated by economic conditions have 
claimed, in a number of cases arising in Michigan, that the 
employer was barred from laying them off or discharging 
them unless it could be proved that the individuals were not 
properly performing their jobs. The courts in these cases have 
uniformly held that where the employer's decision to release 
an employee is motivated by economic considerations, the 
employer's actions are, as a matter of law, supported by good 
cause, and cannot be the basis for a laid-off employee's 
breach of contract claim. 15 In support of this doctrine, a panel 
of the Michigan Court of Appeals stated:
To hold otherwise would impose an unworkable 
economic burden upon employers to stay in 
business to the point of bankruptcy in order to 
satisfy employment contracts. 16
Michigan's courts have emphasized in other cases that an 
employer may not use economic reasons as a mere pretext 
to rid itself of an employee. Where an employee can pro 
duce evidence that the stated economic necessity for the posi 
tion elimination was pretextual, the courts will allow the 
claim to proceed to a jury. 17
Even with the protection afforded employers by these deci 
sions, employers must exercise care in strictly adhering to 
policies they have established with respect to reductions in 
their workforce. If such policies are not followed, and an 
employee is disadvantaged by such action, a valid wrongful 
discharge claim may exist. 18
Workforce reductions is one area in which Michigan's 
courts have ruled on an issue not yet presented to the courts 
of the other survey states. Despite this lack of case law in 
the other states, it is expected that they will follow the prece 
dent set by Michigan with respect to economically motivated 
reductions in force. Like Michigan, Ohio is within the Sixth 
Federal Judicial Circuit, and as such would be expected to 
follow the Sixth Circuit's ruling that an economically 
motivated layoff by a Michigan employer constituted good 
cause as a matter of law. 19 Wisconsin and Indiana, being 
somewhat more conservative in their application and adop-
tion of employment law principles, would also not be ex 
pected to permit workers, laid off as a result of an 
economically motivated reduction in force, to maintain 
wrongful discharge actions. Illinois' courts, having follow 
ed Michigan's on other employment issues, are also likely 
to adhere to this principle when presented with cases involv 
ing this issue.
5. The Right to Unilaterally Amend 
Employment Policies
Once an employer adopts personnel policies, which form 
the basis of an employment contract with its employees, the 
question arises whether the employer may change those 
policies without the express consent of the other parties to 
that contract. Michigan's courts have ruled that employers 
are free to unilaterally amend these policies if they give 
reasonable notice of the changes to the affected employees. 20 
This gives employers quite a bit of flexibility in being able 
to modify their personnel practices and policies to adapt to 
changing circumstances and corporate goals.
The right to unilaterally amend personnel policies has not 
yet been addressed in any of the other survey states, and it 
is difficult to predict how each state might decide this im 
portant issue. The courts of these other states may either 
adopt the view that a contract may not be modified without 
the consent of all parties, or adopt the Michigan view that 
such consent may be implied by the employee's decision to 
continue his or her employment under the revised policy. 
In one Illinois case supporting the former position, the 
employer required employees who were covered by in 
dividual employment agreements to execute new contracts. 
The plaintiff objected to the new contract but continued work 
ing for the employer. The court held that the employer could 
not unilaterally amend the earlier employment contract 
without the employee's consent. 21
How the courts of the comparison states will decide the 
right of employers to revise existing handbooks is not clear 
at this time, and a prediction would be speculative at best. 
This issue is, however, well settled in Michigan in favor of 
management's right to amend its employment policies 
whenever it deems it necessary or desirable to do so.
6. Exhaustion of Alternate Dispute 
Resolution Procedures
Employers with a good cause discharge standard have in 
creasingly resorted to alternate dispute resolution procedures 
as a means to limit their liability for wrongful discharges. 
To do this, they establish grievance procedures which 
employees are contractually required to utilize in lieu of 
litigation of their wrongful discharge claims, or which they 
must at least exhaust before resorting to litigation.
Michigan's courts have upheld the validity of alternative 
dispute resolution mechanisms which incorporate the re 
quisite procedural safeguards. When these procedures are 
properly drafted and administered, discharged employees' 
contract claims will be barred if they fail to utilize the pro 
cedures. 22 If the grievance procedure is only optional, the 
employees' claims will not be barred by their failure to resort 
to it. 23
This specific issue has not yet been decided upon judicial 
ly in the other survey states. A general legal concept which 
is widely applied to virtually all contracts, however, pro 
vides that if the contract contains a procedure for settling 
disputes arising between the parties, a lawsuit over such 
disputes may not be filed if the procedure has not been 
followed by the complaining party. The authors believe that 
this general principle will ultimately be applied in all of 
the survey states in the context of implied employment 
contracts.
7. The Covenant of Good Faith and Fair Dealing
California's courts have attached to every employment con 
tract a ' 'covenant of good faith and fair dealing.'' This means 
that an employer is legally bound to treat its employees fair 
ly with respect to their employment (i.e., not discharge them 
unless there is a good reason to do so) such that employers 
are no longer free to discharge employees at-will, even if 
all employment documentation and/or representations clearly 
set forth an at-will termination standard. California is the 
only state to enforce a covenant of good faith and fair deal 
ing with respect to employment contracts. The adoption of 
this doctrine would completely eliminate the concept of at- 
will employment. To date, none of the courts of the survey 
states have indicated a willingness to accept the covenant of 
good faith and fair dealing at any point in the foreseeable 
future. 24
Conclusions
Michigan has developed a reputation for having employ 
ment laws and judicial decisions that are more restrictive on 
employers' rights than are the statutes and case law of most 
other states. In the specific area surveyed in this article, this 
reputation is generally accurate, although in recent years 
Michigan's courts have strengthened and clarified employers' 
rights.
Michigan's courts have clearly given individuals more 
means of successfully suing their former employers than have 
their counterparts in Wisconsin and Indiana. The case law 
in Ohio and Illinois is closer to that of Michigan and is in 
creasingly similar with respect to those specific areas address 
ed in this article.
It is obvious from reviewing the so-called wrongful 
discharge cases decided in these states that the law in this 
area is significantly more developed in Michigan than in the 
other states. Michigan's courts have had more opportunities 
to examine and refine this case law because of the longer 
time period (since the 1980 Toussaint decision) in which ex 
ceptions to at-will employment have been recognized in this 
state. For example, of the surveyed states, only Michigan's 
courts have visited the issues of whether (1) an employer 
may unilaterally amend its employee handbook; (2) an 
economically motivated reduction in force may be successful 
ly challenged by laid-off employees on the basis of a breach 
of a just cause discharge standard; and (3) an internal 
grievance procedure can bar contract claims by discharged 
employees. In all of these areas, the courts' rulings have 
generally been favorable to employers.
The greater evolution of this area of law in Michigan has 
been beneficial to employers in two ways. First, because this 
case law is more fully developed in Michigan than in the 
other survey states, it is easier to predict how Michigan's 
courts will address specific situations in which employers 
must make business decisions. Such predictability gives 
management in Michigan more guidance in making employ 
ment decisions in a manner most likely to avoid legal en 
tanglements. Second, as stated above, Michigan's court rul 
ings in recent years have favored or expanded the rights of 
employers. This greater development of case law in 
Michigan, therefore, has to a significant extent benefited 
Michigan businesses.
As the courts in the other Great Lakes states have more 
opportunities to confront the issues already faced by 
Michigan's courts, it is likely that their case law will evolve 
along a similar path. This has already been evidenced in 
Illinois and, to a slightly lesser extent, in Ohio. It can be 
expected that, by the turn of the century, the case law of 
the survey states will be much more uniform than it was at 
the beginning of this decade.
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Definition of Terms
Business Cycle Turning Dates
The historical business cycle turning dates used in this report 
are those designated by the National Bureau of Economic 
Research, Inc. (NBER). They mark the approximate dates when, 
according to NBER, aggregate economic activity reached its 
cyclical high (peak) or low (trough) levels.
Central City
An incorporated city or urbanized area defined by the U.S. Of 
fice of Management and Budget as having the largest popula 
tion in the metropolitan statistical area in 1980. For an addi 
tional city to be included in the name of an MSA, the employ 
ment/residence ratio must be at least 0.75, with out-commuting 
of less than 60 percent of that city's resident employed workers.
Employment
In this quarterly, "employment" is used instead of the more 
precise term, "wage and salary employment." The MESC 
employment data shown refer to "jobs by place of work," or 
nonagricultural employment.
Manufacturing: The estimate of the number of workers on 
the payrolls of privately owned firms engaged in the produc 
tion of durable or nondurable goods.
Nonmanufacturing: The estimate of the number of workers 
on the payrolls of privately owned firms that provide services 
rather than goods. (Construction and mining are included.)
Government: The estimate of the number of workers on na 
tional, state, or local governmental payrolls.
Index of Leading Indicators, United States
A (composite) index based on 11 major components made up 
of 60 series. Marginal employment adjustment measures include 
average weekly hours in manufacturing employment and average 
weekly initial UI claims. One of the two job vacancy series is 
Help-Wanted Advertising. New private housing units are part 
of the fixed capital investment component. For a complete list 
see Business Conditions Digest and the 1984 Handbook of 
Cyclical Indicators, The U.S. Department of Commerce, Bureau 
of Economic Analysis.
Initial Claims
A count of the number of new claims filed for unemployment 
insurance (UI) for regular state programs. Each initial claim filed 
indicates a new spell of unemployment for an experienced 
worker. In Michigan, to be eligible for benefits, an individual 
must have earned wages of at least 30 times the state minimum 
hourly wage (currently $3.35) during not less than 20 of the 
52 consecutive calendar weeks preceding the benefit year. Each 
such week is termed a "credit week." An individual may qualify 
with as few as 14 credit weeks, however, if base period wages 
have been in excess of 20 times the state average weekly wage 
(currently $433.91).
Michigan Employment Security Commission (MESC)
Michigan Employment Security Commission is a state agency 
that administers the Job Service and the state/federal unemploy 
ment insurance programs and provides labor market informa 
tion in keeping with state and federal reporting requirements.
MSA (1983 definition)
In all but New England, one or more counties are defined as 
a Metropolitan Statistical Area if they contain the following: a 
large population nucleus (a central city or "urbanized" area) 
with adjacent communities which have a high degree of economic 
and social integration. Adjacent counties are included if they 
have 60 persons per square mile, and/or substantial 1970 to 1980 
population growth (20 percent) with 10 percent residing within 
the urbanized area and a commuting pattern with 15-20 percent 
of residents working within the central city or urbanized area. 
MSAs are also defined as major labor market areas by the 
Michigan Employment Security Commission (MESC). Those 
labor market areas outside of the MSAs have the peninsula or 
county name.
National Purchasing Management 
Selected Components Indexed
The national association conducts a monthly survey of purchasing 
managers from a scientifically selected sample of firms across 
the nation. Responses indicate only the direction of change; the 
percentage reporting favorable changes minus those with un 
favorable changes plus 100 equals the index as shown in this 
quarterly. For those familiar with diffusion indexes, these in 
dexes represent two times the percentage reporting a change in 
a favorable direction, e.g., more new orders. (The favorable 
count includes one-half of those reporting no change.)
Time Series
A set of numbers covering a known interval or timespan (e.g., 
months or quarters) that provide information about a well-defined 
activity, process or group. For local series that consistently 
change direction in advance of overall economic activity, see 
Table A-3. Those measuring current or past economic activity 
are found in Table A-4.
Unemployed
The number of persons in the labor force who are without a 
job or on layoff but not expecting to be called back. In order 
to be counted, an individual must be seeking work.
Vacancy Rate
The percentage of all housing units in existing homes or newly 
constructed units (visibly ready for occupancy) that are empty 
and therefore unoccupied. Vacancy rates in Michigan MSAs are 
determined by U.S. Postal Service delivery workers as part of 
an annual survey conducted for the Federal Home Loan Bank 
of Indianapolis. See Table A-5.
The BUSINESS OUTLOOK
for WEST MICHIGAN
Economy Loses Vote of Confidence
George A. Erickcek
Total employment in the five West Michigan metropolitan areas inched up 0.1 percent in the third quarter of 
1990. Employment in the region's manufacturing sector remained unchanged, while a 0.6 percent employment 
increase in the region's nonmanufacturing sector countered a significant drop in government employment. In the 
coming months, little employment growth is expected in the region due to the deteriorating national economy, 
in general, and the struggling state auto industry, in particular.
The National Setting
The healthy third-quarter growth of the nation's economy 
did not alter the conviction of the country's consumers, 
economists, or businesses that a recession is quickly ap 
proaching. The lack of consumer confidence, together with 
the decline in factory orders, may quiet the upcoming holi 
day season.
The Gross National Product (GNP) grew at a surprisingly 
healthy 1.7 percent annual rate in the third quarter of 1990. 
Most economists expected far worse, especially since the 
GNP had increased at a disappointing 0.4 percent annual rate 
in the previous quarter. Consumer spending and nonresiden- 
tial investment fueled the quarter's growth, while residen 
tial construction declined and exports were surprisingly 
sluggish.
Chart 1
United States Employment 
Percentage Change, Third Quarter 1990




SOURCE: Based on U.S. Department of Labor data.
Consumer spending rose at a robust 3.2 percent annual 
rate in the third quarter, its strongest showing in over a year. 
Household expenditures went up across the board. Spending 
on consumer durables rose at a 2.3 percent annual rate, due 
totally to a 7.6 percent jump in auto sales. The sales were 
induced by generous cash-back incentive offers that have now 
expired. Expenditures on household appliances and furniture 
were flat in the quarter. A jump in expenditures on clothing 
and higher gasoline prices pushed nondurable goods expen 
ditures up at a 3.2 percent annual rate. Finally, summer air 
conditioning and increased expenditures for medical care pro 
pelled service expenditures growth at a 3.5 percent annual- 
ized rate in the quarter.
Economic fundamentals and a growing lack of confidence, 
however, will severely limit future growth in consumer 
spending in the coming months. The third quarter's shop 
ping spree was not supported by income growth. Real 
disposable personal income (after taxes) fell at a 0.5 per 
cent annual rate in the third quarter. As a result, savings ac 
counted for just 4.0 percent of disposable personal income 
in the quarter. In September, consumers continued to spend 
their savings; consumer expenditures rose 1.1 percent, while 
personal income rose just 0.5 percent, causing savings to fall 
to just 3.5 percent of disposable income. At the end of 
September, consumer installment debt totaled $737.4 billion, 
up 4.2 percent from a year ago.
Recent surveys reveal that the average consumer is very 
nervous about the economy. In October, both the Conference 
Board's Index of Consumer Confidence and the University 
of Michigan's Index of Consumer Sentiment plunged to 
depths not seen since the 1982 recession.
Retailers are already bearing the fallout of the more in 
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SOURCES: W. E. Upjohn Institute for Employment Research. Based on dwelling data from F. W. Dodge Division, McGraw Hill Information Systems
Company, help-wanted index from The Conference Board and employment data from MESC. National components in Table A-3.
a. Includes construction and mining employment.
b. New dwelling unit data are seasonally adjusted annual rates.
Table 2 
West Michigan (5 MSAs) Statistics
(Adjusted for seasonal variations)
1990 1990 Percent change 1989 











185,810 185,896 0.0 187,641 -1.0 
118,207 118,069 0.1 119,609 -1.2 
67,603 67,827 -0.3 68,032 -0.6 
382,910 380,570 0.6 373,650 2.5 
20,987 21,145 -0.7 21,057 -0.3 
122,333 122,423 -0.1 120,234 1.7 
38,613 37,999 1.6 37,787 5.0 
28,848 28,718 0.5 28,017 3.0 
144,292 142,971 0.9 139,803 3.2 
72,680 74,250 -2.1 70,360 3.3 
641,400 640,716 0.1 631,651 1.5
46,940 47,450 -1.1 43,300 8.4 
6.6 6.7 -1.5 6.1 8.2
256 257 -0.4 278 -7.9 
135 133 1.5 134 0.7
41.8 41.2 1.5 41.8 0.0 
2,419 2,751 -12.1 2,673 -9.5 
7,207 8,158 -11.7 8,308 -13.3
SOURCES: W. E. Upjohn Institute for Employment Research. Based on dwelling data from F. W. Dodge Division, McGraw Hill Information Systems 
Company, ad counts from five daily newspapers and employment data from MESC. National components in Table A-3. 
a. Includes construction and mining employment, 
b. New dwelling unit data are seasonally adjusted annual rates.
major retailers were down in October. Sales at J.C. Penney 
fell 6.3 percent during October. The outlook for big ticket 
items is no better. Whirlpool is forecasting declining ap 
pliance sales through the rest of the year and well into 1991. 
The company projects that industry sales will be down 12 
percent in the fourth quarter. Pessimistic auto sales projec 
tions have forced General Motors and Ford to halt produc 
tion, temporarily, at 20 North American assembly plants, 
idling more than 44,200 workers.
Recent employment statistics only heightened consumer 
anxiety. Although the nation's unemployment rate did not 
budge from 5.7 percent in October, there were 68,000 fewer 
jobs than in September. The nation's jobless rate was held 
down by a large number of individuals simply leaving the 
workforce. There were 140,000 fewer jobs in construction 
and manufacturing in October than in September. In addi 
tion, massive layoffs have occurred in the nation's traditional 
ly stable service and financial sectors.
Chart 2
Michigan Employment 
Percentage Change, Third Quarter 1990
SOURCES: Based on U.S. Department of Labor and Michigan Employ 
ment Security Commission data.
Nonresidential investment was the other driving force in 
the third-quarter report. Expenditures on producer durables 
rose at a strong 10.1 percent annual rate in the third quarter, 
while expenditures for nonresidential structures increased at 
a 2.7 percent annual rate. Increased investment expenditures 
could be interpreted as the nation's industries fighting to keep 
competitive in the face of recessionary winds. However, it 
is more likely that these investment expenditures were the 
results of plans made many months ago when the economic 
outlook was brighter.
On the downside, residential construction continued its 
slide, falling at a 19.2 percent annual rate, and the nation's 
trade gap widened in the third quarter.
The nation's exports grew at a 4.3 percent annual rate, 
matching the 4.3 percent annualized rise in imports in the
quarter. With the dollar continuing its descent relative to 
other major world currencies, many expected the U.S. trade 
balance to improve in the quarter. While the declining value 
of the dollar enables U.S. firms to sell their products for less 
in foreign markets, it also forces them to pay more for needed 
parts produced in foreign countries. Moreover, many 
American firms manufacture their products offshore for 
foreign markets. In these instances, the lower dollar means 
higher profits returning from foreign-based branches and sub 
sidiaries, not higher export volumes. Finally, many foreign 
firms are trying to avoid raising the prices on their U.S. im 
ports in order to hold market share at the expense of short- 
run profits.
Exports may provide the U.S. economy a needed push in 
the coming months, however. With the federal budget agree 
ment signed, the Fed, as promised, is attempting to soften 
interest rates. This may cause the dollar to fall further as 
foreign investors put their funds elsewhere, resulting in the 
nation's exports becoming more price competitive overseas. 
The Fed has already lowered the federal funds rate, which 
should ease other short-term interest rates. Further reduc 
tions are likely as long as economic indicators point 
downward and inflation stays under control.
Overall, recent readings on the economy's health are wor 
risome. The Purchasing Managers Index of the National 
Association of Purchasing Management fell to 43.4 percent, 
its lowest level since the 1982 recession. October was the 
fourth month that the Index stayed below 50 percent, a mark 
the Association believes separates a growing economy from 
a declining one. In its latest survey, Blue Chip Economic 
Indicators found further bad news: 80 percent of the 55 
economists surveyed predicted that the nation will be in a 
recession by the end of 1990. Finally, the nation's Index of 
Leading Indicators fell 0.8 percent in October, its second 
consecutive monthly decline. It is held that, as in baseball, 
three strikes in the Index and the economy is out.
Outlook for Michigan
Production cutbacks in the auto industry are already 
reverberating throughout the state's extensive auto supplier 
network. Fortunately, employment stability in the state's 
nonauto-related industries should provide a buffer for the 
state against expected employment reductions in its auto in 
dustry. Employment growth in the state's larger nonmanufac- 
turing sector may become sluggish, but should remain 
positive.
Statewide, employment levels remained unchanged in the 
third quarter, after growing by 1.7 percent in the previous 
quarter. Third-quarter gains in nonmanufacturing employ 
ment completely offset job losses in manufacturing and 
government. Employment in manufacturing declined 0.5 per 
cent, partially erasing its tremendous 1.7 percent jump in
the second quarter. In nonmanufacturing, employment in 
creases in the state's financial (finance, insurance and real 
estate), services and transportation, and utilities sectors more 
than countered job losses in retail and wholesale trades in 
the third quarter. However, the quarter's 0.4 percent increase 
in nonmanufacturing employment was no match to its 1.8 
percent leap recorded in the second quarter.
Chart3
Michigan and West Michigan Indexes 







Despite the lack of employment growth, the state's 
unemployment rate declined a tenth of a percent to 7.4 per 
cent in the third quarter. As in the nation, the unemploy 
ment rate was helped by individuals dropping out of the labor 
force.
Soft sales figures and a stormy outlook has forced General 
Motors to announce it is temporarily shutting down 11 of 
its 29 U.S. assembly plants. In Michigan, GM will temporari 
ly close its Willow Run Plant, the Buick Reatta Craft Shop 
in Lansing, and truck assembly plants in Flint and Pontiac.
The state's economy is being negatively impacted by 
Canada's faltering economy, as well. Canada's Gross 
Domestic Product fell 0.5 percent in August, suggesting that 
its third-quarter figures will show the second consecutive 
quarterly drop in overall production. Michigan is Canada's 
largest trading partner of the 50 states.
The Index of Leading Indicators for Michigan rose 2.1 per 
cent in the third quarter, but the Detroit Help-Wanted Adver 
tising Index fell 5.5 percent. Overall, little employment 
growth can be expected in the coming months.
Two of the three statewide components of its Index of 
Leading Indicators improved in the third quarter: average 
weekly hours of production workers rose 1.7 percent, while 
initial claims for unemployment insurance tumbled 14.2
percent. On the other hand, the number of new dwelling units 
put under contract fell 4.9 percent. In the first nine months 
of 1990, nonresidential building construction in Michigan 
was off 15 percent from the same period last year. The state's 
level of residential construction was up 5 percent from last 
year's levels. In comparison, nonresidential building con 
struction in the other Great Lakes states (Illinois, Indiana, 
Ohio, and Wisconsin) was down 1 percent from last year, 
while residential construction was up 0.5 percent.
In 1991, total employment in the state is predicted to 
decline 0.4 percent, according to the recently released 
forecast by the Research Seminar for Quantitative Economics 
(RSQE) of the University of Michigan. The state's unemploy 
ment rate is forecasted to reach 8.1 percent. Employment 
growth will return in 1992, however, according to the 
forecast, with employment increasing by 1.5 percent and the 
unemployment rate dropping to 7.7 percent
Outlook for West Michigan
West Michigan topped both the state and nation in terms 
of private sector employment growth during the third quarter 
ofl990. Total employment in West Michigan should remain 
stable in the coming months, despite the sluggish national 
economy. Modest employment growth in the region's 
nonauto-related industries will help to counter employment 
cutbacks in its auto parts suppliers.
Total employment rose 0.1 percent in the third quarter, 
in spite of a 2.1 percent drop in local governmental employ 
ment. In the previous quarter, total employment rose by a 
stronger 0.6 percent. The loss of local government jobs oc 
curred in all West Michigan metropolitan areas except for 
the Kalamazoo MSA. The number of state and federal 
government workers in the region remained unchanged.
Chart 4
West Michigan Employment 









SOURCE: Based on Michigan Employment Security Commission data for 
5 MSAs in West Michigan.
Employment in manufacturing did not budge in the third 
quarter, after increasing 0.4 percent in the second quarter.
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A 0.1 percent increase in the region's large durable goods 




Second Quarter • 1990 and Third Quarter H1990
Many of the region's auto suppliers are struggling due to 
the slowdown in the auto industry. In particular,the region's 
approximately 250 plastic molders, thermoformers, and ex 
truders are facing both higher input prices, since plastic resins 
are petroleum by-products, and a deteriorating auto industry 
market that is very resistant to price increases. Overall, West 
Michigan's auto supply firms are facing rough roads ahead, 
in part due to being geographically separated from the grow 
ing foreign transplant markets which are locating in the 
southern states. In addition, the recent UAW agreements with 
GM and Ford encourage internal production of auto parts 
that have been open for bid by independent auto suppliers.
An advantage West Michigan auto suppliers do hold is the 
potential of redirecting their product lines toward meeting 
the needs of the region's furniture, appliance, and electronic 
industries. Alan Baum of the Industrial Technology Institute 
predicts that employment in auto parts production will decline 
by 5 to 10 percent, statewide, in the next five years. The 
ability to shift market may determine who survives in the 
coming years.
West Michigan's nonmanufacturing sector grew 0.6 per 
cent in the third quarter, matching its second-quarter growth. 
Employment increases in wholesale, services, and finance 
more than countered declines in transportation and utilities 
and retail trade.
The region's unemployment rate fell by one-tenth of a per 
cent to 6.6 percent in the third quarter. In terms of private 
sector employment growth, West Michigan outperformed 
both the state and the nation. Employment in the manufac 
turing sector remained stable in West Michigan, while it fell 
0.5 percent statewide and plunged 1.6 percent nationally. 
Meanwhile, the 0.6 percent rise in nonmanufacturing 
employment in the region topped its 0.4 percent increase 
statewide and its 0.5 percent rise nationwide.
The Index of Leading Indicators for West Michigan rose 
just 1.5 percent in the third quarter, suggesting that in the 
coming months employment in West Michigan's manufac 
turing sector should hold steady. Employment growth in the 
region's nonauto-related industries will hopefully cancel out 
expected employment reduction among its auto suppliers. 
The composite Index of Help-Wanted Advertising for the five 
West Michigan metropolitan areas fell 0.4 percent.
Two of the three local components of the region's Index 
of Leading Indicators improved in the third quarter: average 
weekly hours of production workers increased 1.5 percent, 
while the number of initial claims for unemployment in 
surance fell 12.1 percent. On the downside, the number of 
new dwelling units put under contract fell 11.7 percent.
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The BUSINESS OUTLOOK
for the BATTLE CREEK MSA
Total employment in the Battle Creek MSA inched up 0.2 
percent in the third quarter of 1990. Employment growth in 
the area's robust service and retail sectors more than offset 
a major decline in employment in its nondurable goods sec 
tor. In the coming months, nonmanufacturing employment is 
expected to grow, but at a more moderate rate, while manufac 
turing employment should stabilize.
Employment in manufacturing declined 1.4 percent in the 
third quarter, due to a 3.4 percent drop in employment in non 
durable goods production. In September, employment levels 
in the area's cereal industry were down 800 workers or by 
12 percent from last year's level. Employment in the area's 
smaller durable goods manufacturing industries increased 0.8 
percent in the third quarter. Manufacturing employment 
declined 0.5 percent in the previous quarter.
Chart BC-1
Battle Creek Indexes
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Employment in the area's nonmanufacturing sector jumped 
1.7 percent in the third quarter, due to an outstanding 2.1 per 
cent increase in service employment. Retail employment also 
increased in the third quarter. On the negative side, employ 
ment in the area's smaller transportation, utilities, and 
wholesale sectors fell.
The area's unemployment rate dropped to 7.6 percent in 
the third quarter, as the ranks of the unemployed shrank by
4.2 percent. The area's unemployment rate is still slightly 
above the state's rate of 7.4 percent. In terms of employment, 
the area's third-quarter drop in manufacturing employment 
was nearly three times greater than the state's; however, its 
strong growth in nonmanufacturing employment outstripped 
the state's rate of 0.4 percent.
The Index of Help-Wanted Advertising for Battle Creek fell 
4.9 percent in the third quarter, indicating that employment 
growth in the area's nonmanufacturing sector may slow in 
the coming months. The Index of Leading Indicators moved 
upward 1.4 percent, suggesting that more stable employment 
conditions can be expected in the area's goods-producing 
sector.
The local components of the Battle Creek Index of Leading 
Indicators were mixed in the third quarter. The number of 
new claims for unemployment insurance fell 5.3 percent in 
the quarter; however, the average weekly hours of produc 
tion workers was off 0.2 percent from the previous quarter. 
Finally, the number of new dwelling units put under con 
tract fell 7.4 percent.
During the first nine months of 1990, the total value of con 
struction in the Battle Creek MSA soared 77 percent above 
last year's level. The value of residential construction rose 
51 percent, while in nonresidential construction the value of 
construction was more than three times last year's value due 
to major commercial building construction.
After months of uncertainty, Transamerica Insurance Group 
announced that it will stay in downtown Battle Creek. The 
firm was considering moving from its current 31-story 
building because a more horizontal floor plan would better 
meets its needs. The company is now looking into either 
renovating its existing quarters or constructing a new building 
in the downtown area. The decision to stay reflects strongly 
on the quality of its current workforce, many of whom would 
have been unable or unwilling to follow the company if it 
moved from its current downtown location.
In passing, Calhoun County's second major insurance 
employer, State Farm, recently celebrated the 40-year an 
niversary of its regional office in Marshall. The office cur 
rently employs 740 workers.
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Table BC-1 
Battle Creek (Calhoun County) Statistics
(Adjusted for seasonal variations)
Percent change Percent change 
1990 1990 first 1989 third 
third second to third to 
Measure quarter quarter third quarter third
Employment
Durable goods .................. 7,678
Nondurable goods ............... 8,465
 Nonmanufacturing3 .............. 33,320
Transportation & utilities. ........ 1,587
Retail ......................... 10,512
Wholesale ..................... 1,673
Finance, insurance & real estate . . . 3,408 
Services ....................... 13,514
 Government .................... 11 ,480
 Total .......................... 60,943
Unemployment
 Number unemployed ............. 5,030
 Unemployment rate .............. 7.6
Local indexes
 Help-wanted ads ................. 176
Local components 
Average weekly hours ......... 42.3
UI initial claims .............. 301
New dwelling unitsb ........... 375
16,337 -1.4 16,753 -3.6 
7,616 0.8 7,614 0.8 
8,761 -3.4 9,139 -7.4 
32,750 1.7 31,610 5.4 
1,602 -0.9 1,618 -1.9 
10,376 1.3 10,357 1.5 
1,688 -0.9 1,572 6.4 
3,407 0.0 3,246 5.0 
13,232 2.1 12,333 9.6 
11,690 -1.8 11,210 2.4 
60,817 0.2 59,573 2.3
5,250 -4.2 4,930 2.0 
8.0 -5.0 7.5 1.3
185 -4.9 238 -26.1 
139 1.4 129 9.3
42.4 -0.2 43.1 -1.9 
318 -5.3 344 -12.5 
405 -7.4 196 91.3
SOURCES: W. E. Upjohn Institute for Employment Research. Based on dwelling data from F. W. Dodge Division, McGraw Hill Information Systems 
Company, ad count from Battle Creek Enquirer and employment data from MESC. National components in Table A-3. 
a. Includes construction and mining employment, 

















Non —Farm Earnings 
1987
In 1987 wage and salary employment for the Battle Creek MSA was 57,600 and total non-farm earnings were $1.46 billion. Manufacturing employed 
26.6 percent of the area's wage and salary workers, while generating 37.1 percent of the area's total non-farm earnings. In terms of earnings per 
worker, manufacturing generated $35,405 per worker compared to $20,678 in services, $11,720 in retail, and $24,935 in government.
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The BUSINESS OUTLOOK
for the BENTON HARBOR MSA
Total employment remained unchanged in the Benton Harbor 
MSA during the third quarter of 1990, as a healthy jump in 
manufacturing employment was completely offset by declines 
in nonmanufacturing and governmental employment. In the 
coming months, the area's employment situation should im 
prove, despite the deteriorating national economy.
Employment in manufacturing increased 0.7 percent in the 
third quarter, on top of a healthy 1.1 percent jump in the 
previous quarter. This quarter's rise was due, in part, to a 
1.5 percent jump in employment in the area's small non 
durable goods sector.
Chart BH-1
Benton Harbor Indexes 
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Employment in the Benton Harbor area's nonmanufactur 
ing sector declined a scant 0.1 percent in the third quarter, 
after increasing 0.8 percent in the second quarter. Employ 
ment increases in services, transportation and utilities, and 
financial sectors nearly offset a 1.5 percent decline in employ 
ment in its large retail sector.
The area's unemployment rate fell to 7.3 percent in the third 
quarter and is below the state unemployment rate of 7.4 per 
cent. Given that local employment did not budge in the third 
quarter, the decline in the jobless rate is most likely due to 
a number of county residents finding employment in the South 
Bend area.
Compared to the state, the area's 0.7 percent increase in 
manufacturing employment contrasted sharply with the state's 
0.5 percent decline. However, nonmanufacturing employment 
slipped 0.1 percent in the area compared to increasing 0.4 
percent, statewide, during the third quarter.
Both the Index of Help-Wanted Advertising and Index of 
Leading Indicators for the Benton Harbor area rose in the 
third quarter, 6.3 percent and 4.8 percent respectively. In 
general, employment conditions should improve in the com 
ing months; however, recently announced employment 
reductions by three firms, highlighted below, dampen the 
area's longer term employment outlook.
The local components of the Index of Leading Indicators 
were mixed. Average weekly hours of production workers 
rose 0.7 percent, and the number of initial claims for 
unemployment insurance plunged 20.8 percent in the quarter. 
On the downside, the number of new dwelling units put under 
contract fell a slight 2.1 percent.
Overall, the total value of construction in the area during 
the first nine months of this year was 24 percent higher than 
last year's level. Nonresidential construction was down 7 per 
cent from the same period last year; however, residential con 
struction was up 31 percent.
Bendix Automotive Systems recently disclosed that it in 
tends to eliminate 500 jobs at its Lincoln Township plant by 
1995. The area facility, which currently employs 1,200 
workers, would still maintain its foundry operations, as well 
as other production activities.
Groupe Bull, the French owner of both Zenith Data 
Systems and Heath, is struggling; the company will lose $580 
million this year and is not expected to be out of the red until 
1992. As a result, it has announced that it will eliminate ap 
proximately 2,500 jobs in North America by the end of 1992. 
Of these jobs, 170 will be circuit board assembly positions 
at its St. Joseph plant. In addition, Groupe Bull continues 
to look for a buyer for Heath.
Finally, AT&T announced that it is severely reducing ac 
tivities at its Bertrand Township distribution center, 
eliminating 106 of the center's current 130 positions. The com 
pany is attempting to transfer as many of the affected workers 
as possible to other facilities.
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Table BH-1 
Benton Harbor (Berrien County) Statistics
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SOURCES: W. E. Upjohn Institute for Employment Research. Based on dwelling data from F. W. Dodge Division, McGraw Hill Information Systems 
Company, ad count from Benton Harbor Herald Palladium and employment data from MESC. National components in Table A-3. 
a. Includes construction and mining employment, 
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Employment 
1987
Non —Farm Earnings 
1987
In 1987 wage and salary employment for the Benton Harbor MSA was 63,800 and total non-farm earnings were $1.52 billion. Manufac 
turing generated 41.7 percent of the area's total earnings, while employing just 34.5 percent of the area's wage and salary workers. 
In terms of earnings per worker, manufacturing generated $28,709 per worker compared to $12,941 in retail, $20,809 in govern 
ment, and $21,037 in services.
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The BUSINESS OUTLOOK
for the GRAND RAPIDS MSA
Total employment remained unchanged in the Grand Rapids 
MSA (Kent and Ottawa Counties) in the third quarter of 1990. 
Private sector employment growth was cancelled out by ma 
jor employment reductions in the area's local governments. 
Area nonmanufacturing employment is expected to hold steady 
in the coming months. However, the current slowdown in the 
state's auto industry may seriously dampen employment 
growth in the manufacturing sector.
Employment in manufacturing rose a slight 0.1 percent in 
the third quarter, after growing 1.2 percent in the second 
quarter. Employment in the area's nondurable goods sector 
rose 0.6 percent. Despite the downturn in the auto industry, 
several auto supply firms in the area are adding workers. 
Mclnerney, an auto parts producer in Grand Rapids, recalled 
35 workers, and Interior Technology, a subsidiary of Prince, 
will add 50 new jobs with the construction of a $7.9 million 
facility in Holland to manufacture one-piece roof liners. 
Prince currently employs 1,875 workers in the Holland area.
Chart GR-1
Grand Rapids Indexes
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Employment is also expanding in firms associated with the 
office furniture industry. Nicholas Plastics broke ground on 
a $10 million plant in Ottawa County to produce parts for both 
the furniture and auto industries. Nicholas Plastics will add 
110 workers to its current workforce of 224 workers. In addi 
tion, Thomas Regout N.V., a Netherlands-based company, 
will be constructing a production facility to produce parts
for the office furniture industry. The plant will initially employ 
70 workers and may employ up to 150 workers in the com 
ing years.
The area is not immune to the slowdown in the auto in 
dustry, however. The Eagle Ottawa Leather Company in 
Grand Haven has laid off 230 workers due to declining orders 
for leather components from auto manufacturers. Employ 
ment at the company is now down to 570 workers.
Employment in the nonmanufacturing sector rose 0.4 per 
cent in the third quarter, on top of a 0.9 percent increase in 
the previous quarter. Employment in the wholesale sector 
jumped 1.6 percent, offsetting a 1.3 percent decline in employ 
ment in the area's transportation and utilities sector.
Government employment plunged 2.9 percent in the third 
quarter, after increasing by 0.4 percent in the previous quarter. 
The large drop occurred in local government employment and 
can be explained by higher than usual summertime layoffs.
The unemployment rate for the Grand Rapids area stayed 
put at 6.2 percent in the third quarter. The area's unemploy 
ment rate is 1.2 percentage points below the state's rate of 
7.4 percent.
We expect employment in the area to remain stable in the 
final months of 1990; however, a possible weakening in the 
manufacturing sector is suggested by a 0.8 percent decline 
in the area's Index of Leading Indicators. Meanwhile, the 
Grand Rapids Index of Help-Wanted Advertising rose 4.0 per 
cent, suggesting continued employment growth in its non- 
manufacturing sector.
The local components of the Grand Rapids Index of 
Leading Indicators were mixed. Average weekly hours of pro 
duction workers rose 1.7 percent, and the number of new 
claims for unemployment insurance fell 7.0 percent. On the 
downside, the number of new dwelling units put under con 
tract declined 17.6 percent.
During the first nine months of 1990, the total value of con 
struction in the area was down 14 percent from last year's 
level. Nonresidential building construction was down 19 per 
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SOURCES: W. E. Upjohn Institute for Employment Research. Based on dwelling data from F 
Company, ad count from Grand Rapids Press and employment data from MESC. National 
a. Includes construction and mining employment, 

























































Non —Farm Earnings 
1987
In 1987 wage and salary employment for the Grand Rapids MSA was 314,900 and total non-farm earnings were $8.14 billion. Manufac 
turing employed 30.6 percent of the area's wage and salary workers, while generating 37.5 percent of the area's total non-farm 
earnings. In terms of earnings per worker, manufacturing generated $31,011 per worker, compared with $31,221 in wholesale trade, 
$24,587 in services, $14,669 in retail, and $22,498 in government.
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The BUSINESS OUTLOOK
for the KALAMAZOO MSA
Total employment rose a healthy 0.7 percent in the 
Kalamazoo MSA in the third quarter of 1990. Employment 
increased in nearly all sectors of the area's economy. Despite 
a souring national economy and the state's struggling auto 
industry, employment conditions in the area's manufactur 
ing sector should remain firm in the coming months. The non- 
manufacturing sector may weaken, however.
Employment in manufacturing rose 0.4 percent in the third 
quarter, pushed by a strong 1.1 percent jump in durable goods 
employment. Employment in the area's nondurable goods sec 
tor was off just 0.1 percent. Employment increased 0.6 per 
cent in the previous quarter.
Chart K-l
Kalamazoo Indexes
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Employment in nonmanufacturing increased a full percent 
in the third quarter, after growing just 0.1 percent in the sec 
ond quarter. Employment growth was particularly strong in 
the area's services and financial sectors during the quarter. 
Employment declined only in the area's transportation and 
utilities sector. Finally, government employment rose just 
0.1 percent in the quarter.
The unemployment rate for the Kalamazoo MSA fell four- 
tenths of a percent to 5.1 percent in the third quarter. The 
number of unemployed workers dropped 6.2 percent. The area
outperformed the state in every employment measure. 
Employment in the manufacturing sector increased by near 
ly the same percentage as manufacturing employment declin 
ed statewide. The percentage growth in nonmanufacturing 
employment was more than twice as high as the state's rate.
The Kalamazoo Index of Help-Wanted Advertising fell by 
9.2 percent in the third quarter, indicating that employment 
growth in the nonmanufacturing sector may slow in the com 
ing months. At the same time, the Index of Leading Indicators 
increased 5.9 percent, suggesting that employment conditions 
in the area's manufacturing sector should remain stable.
All of the local components of the Index of Leading In 
dicators were positive. Average weekly hours of production 
workers rose 1.7 percent, and the number of initial claims 
for unemployment insurance plunged by 20.7 percent. Final 
ly, the number of new dwelling units put under contract in 
creased 11.5 percent.
Over the first nine months of 1990, the value of residential 
construction in the area was up 40 percent over the same 
period last year. Nonresidential building construction, 
however, was down 71 percent from last year and was strong 
enough to pull the value of total construction 34 percent below 
last year's levels for the same nine months.
On September 20, representatives from 22 governmental 
units met under the auspices of the County's Council of 
Governments to discuss ways of providing governmental ser 
vices to area residents in a more equitable manner. Before 
the meeting, the City of Kalamazoo had submitted a proposal 
for transferring the city's waste water treatment plant to the 
county in lieu of a tax sharing agreement on new industrial 
development occurring outside the city. The final product of 
the meeting, however, was an agreement to accept the City 
of Portage's proposal to have county voters decide on whether 
there should be new property tax millages to provide sup 
port for human service programs for "at-risk families" and 
to fund the cleanup of at least 90 contaminated sites 
throughout the county. If the two measures pass, then the City 
of Kalamazoo agreed to proceed with the transfer of its waste 
water treatment plant to the county.
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Table K-l 
Kalamazoo (Kalamazoo County) Statistics
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In 1987 wage and salary employment for the Kalamazoo MSA was 104,400 and total non-farm earnings were $2.77 billion. Manufac 
turing generated 40.2 percent of the area's total earnings while employing only 28.4 percent of the area's wage and salary workers. 
In terms of earnings per worker, manufacturing generated $37,477 per worker, compared to $11,837 in retail, $20,549 in govern 
ment, and $27,001 in services.
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The BUSINESS OUTLOOK
for the MUSKEGON MSA
Total employment declined a modest 0.2 percent in the 
Muskegon MSA during the third quarter of 1990. In the com 
ing months, employment in the area's struggling manufac 
turing sector should stabilize, while employment in the 
stronger nonmanufacturing sector should continue to expand.
Employment in manufacturing fell 0.9 percent in the third 
quarter, after plunging 2.6 percent in the previous quarter. 
Employment reductions were felt in both the area's durable 
and nondurable goods sectors. Unfortunately, two additional 
layoff notices have been reported since the end of the third 
quarter. Laboratory Furniture Midwest closed due to poor 
market conditions. The plant employed up to 102 workers 
in 1989, and produced fume hoods and cabinets for medical 
laboratories. Second, Brunswick announced that it is mov 
ing its bowling pin operations from Muskegon to a new 












1982 1983 1984 1985 1986 1987 1988 1989 1990
Employment in nonmanufacturing rose 0.6 percent in the 
third quarter, due in part to a sharp 7.5 percent jump in 
wholesale employment. The tremendous increase in 
wholesale employment countered employment declines in the 
area's transportation, utilities, finance, and service sectors. 
In the second quarter, area employment in nonmanufactur 
ing grew a modest 0.2 percent.
The Muskegon area's unemployment rate did not budge in 
the third quarter, despite the 0.2 percent decline in employ 
ment and a modest 0.3 percent increase in the number of indi 
viduals unemployed. More Muskegon County residents may 
be commuting to either Grand Rapids or Grand Haven to work.
The area's unemployment rate is more than 2 full percent 
age points above the state's level. In the third quarter, the area's 
nonmanufacturing sector grew at a faster pace than statewide; 
however, its manufacturing sector declined at nearly double 
the state rate.
The short-term outlook is hopeful. Both the area's Index 
of Help-Wanted Advertising and its Index of Leading In 
dicators rose, 1.5 percent and 3.8 percent, respectively, in 
the third quarter. Although the area's auto suppliers are still 
vulnerable to further declines in orders from the state's strug 
gling auto industry, employment in the area's manufacturing 
sector should level out in the coming months. Employment 
in the area's nonmanufacturing sector should continue to grow, 
but at a slower pace.
The local components of the Index of Leading Indicators 
were mixed. Average weekly hours of production workers fell 
1.0 percent in the third quarter; however, the number of in 
itial claims for unemployment insurance also fell 12.7 per 
cent. Finally, the number of new dwelling units put under 
contract inched down 2.9 percent.
In the first nine months of this year, the value of total con 
struction in the area matched that of last year's level. Residen 
tial construction was up 19 percent; however, nonresidential 
building construction was down by 60 percent over the same 
period last year.
Finally, Kaydon, Inc. recently announced that it is moving 
its headquarters from Norton Shores to Clearwater, Florida, 
and that it will not build a new production facility in the 
Muskegon area. Kaydon assures that these moves do not 
threaten its current 500 workers in the area. The actions may 
have long-term impacts, however, because Muskegon has 
moved from being the company headquarters to being the site 
of one of its older branch production facilities. Recent 
research has shown that a branch designation significantly 
increases the probability of future employment reductions.
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Table M-l 
Muskegon (Muskegon County) Statistics
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In 1987 wage and salary employment for the Muskegon MSA was 56,600 and total non-farm earnings were $1.38 billion. While 
employing only 31.0 percent of the wage and salary workforce, manufacturing generated 40.8 percent of the total earnings in the 
area. In terms of earnings per worker, manufacturing generated $32,240 per worker, compared to $12,861 in retail, $22,629 in 
services, and $21,350 in government.
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Table A-l 
Index of Help-Wanted Advertising (1982 = 100)
Annual averages
Area
Battle Creek MSA .........
Benton Harbor MSA .......
Grand Rapids MSA ........









































































































SOURCES: West Michigan indexes based on ad counts from the Battle Creek Enquirer, Benton Harbor Herald Palladium, Grand Rapids Press, Kalamazoo 
Gazette and Muskegon Chronicle; United States and Detroit indexes derived from (1967 = 100) series of The Conference Board.
Table A-2
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SOURCES: National index from U.S. Department of Commerce, all others from the W. E. Upjohn Institute.
Technical Note
As presently constituted, the components and the range of weights used in the Indexes of Leading Indicators are as follows:
1. Average weekly hours of production workers in manufacturing. A separate series is used for each metropolitan area and for the State 
of Michigan. Weights range from .33 to .47.
2. Initial claims for unemployment insurance (inverted). A separate series is used for each metropolitan area and for the State of Michigan. 
Weights range from .09 to .13.
3. New dwelling units put under contract (4-term trailing average). A separate series is used for each metropolitan area and for the 
State of Michigan. Weights range from .03 to . 11.
In addition, each area's index includes the following national measures:
4. The proportion of firms reporting an increase in new orders. Weights range from .09 to .13.
5. The proportion of firms reporting an increase in purchased materials prices. Weights range from .09 to .13.
6. The proportion of firms reporting an increase in purchased materials inventories. Weights range from .08 to .12.
7. The proportion of firms reporting a change in vendor performance (slower delivery time). Weights range from .09 to .13.
22
Table A-3 
Components of the Index of Leading Indicators
1. Average Weekly Hours of Production Workers
Annual averages (Selected years)
Area
Battle Creek MSA .........
Benton Harbor MSA .......
Grand Rapids MSA ........








































































































2. Initial Claims for Unemployment Insurance (Average per week)
Annual averages
Area
Battle Creek MSA .........
Benton Harbor MSA .......
Grand Rapids MSA ........












































































































Benton Harbor MSA .......
Grand Rapids MSA ........



























































































4. National Purchasing Management Survey (Selected components indexed)
Annual averages
Component




























































SOURCES: Average weekly hours and initial claims based on information from Michigan Employment Security Commission; number of housing units 
put under contract, F.W. Dodge Division, McGraw Hill Information Systems Company; survey data from the National Association of Purchasing Manage 
ment. Seasonal adjustment by the Institute, 
a. Not available.
b. Survey results shown here are based on percent reporting conditions favorable to economic growth minus percent reporting conditions unfavorable to 
economic growth plus 100.
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Table A-4
Employment Data for West Michigan MSAs and Michigan 
(Thousands of jobs - by place of work)
Total Employment9
Labor market area
Battle Creek MSA .........
Benton Harbor MSA .......
Grand Rapids MSA ........


































































































Battle Creek MSA .........
Benton Harbor MSA .......
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SOURCE: Michigan Employment Security Commission. Seasonal adjustments by the Institute, 
a. Detail may not add to totals because of rounding.
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Table A-5 
Vacancy Rates for Selected Metropolitan Statistical Areas (MSAs) in Michigan
















Ann Arbor .......................... 03/07/90
Battle Creek ......................... 10/14/88
Benton Harbor ....................... 04/06/89
Detroit.............................. 12/01/88
Flint................................ 03/16/89
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Detroit.............................. 12/01/88
Flint................................ 03/16/89
































































































































SOURCE: Federal Home Loan Bank of Indianapolis.
NOTE: Vacancy rates for United States are not strictly comparable. In 1990 vacancy rates published by U.S. Department of Commerce show rental housing 
vacancy rates for the third and fourth quarters of 1989 and the first and second quarters of 1990 at 7.6, 7.1, 7.5 and 7.0 percent. Homeowner housing 
vacancy rates for the same periods were 1.9, 1.8, 1.7 and 1.7 percent.
Table A-6
Population by Sex and Age 
Michigan and Five Metropolitan Areas in West Michigan
Percent Distribution








































































































SOURCE: Michigan Department of Management and Budget, Office of Revenue and Tax Analysis, 1985, Population Forecasts.
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Table A-7 
Average Residential Contract Mortgage Rates in Michigan























































































SOURCE: Business Information Division, Federal Home Loan Bank of Indianapolis.
NOTE: The contract rate shown is for 75 percent loan-to-value ratio, 25-year maturity loans on new single family homes. Alternative plans that allow
mortgage rates to be adjusted, varied, blended, or shared can be arranged at lower rates.
Table A-8 
Consumer Price Index



















































































































































































SOURCE: Bureau of Labor Statistics, U.S. Department of Labor.
NOTES: Monthly data are shown above unadjusted for seasonal variations. Unadjusted CPI data are used extensively for escalation purposes. Although
the CPI is often called the "Cost-of-Living Index," it measures only price change, which is just one of several important factors affecting living costs.
All CPI series are linked historically to the original CPI Index for Urban Wage Earners and Clerical Workers.
These series contain no revision but are reprinted for the convenience of the user.
PERCENT CHANGE: Movements of these indexes from one time period to another are usually expressed as percent changes rather than changes in index
points. Index point changes are affected by the level of the index in relation to its base period while percent changes are not. Examples of computation follow:
100 x 108.6 (1986 annual avg.) - 106.9 (1985 annual avg.) = 1.6% change 1985 to 1986, CPI-W. 
106.9 (1985 annual avg.)
100 x 109.3 (1986 December) - 108.6 (1985 December) = 0.6% change December 1985 to December 1986, CPI-W. 
108.6 (1985 December)




Selected Labor Market Indicators
(Not adjusted for seasonal variations)
Average for manufacturing production workers 
September 1990




































































































SOURCES: U.S. Department of Labor and the Michigan Employment Security Commission (MESC) (most recent benchmark).
a. Preliminary. Earnings include overtime and part-time wages.
b. Seasonally adjusted rate for U.S. was 5.2 percent in June and 5.7 percent in September 1990. Seasonally adjusted rate for Michigan was 7.3 percent
in June and 7.2 percent in September 1990.
Table A-10
Commercial Banking Data 
Second Quarter 1990
(In thousands of current dollars)
Metropolitan (MSAs)a
Total deposits ...................
Total transaction accounts1* ........
Nontransaction savings0 ..........
Time deposits < $100,000 ........
Time deposits >$100,000d .......
Total assets .....................
Total loans ....................














































































SOURCE: Federal Reserve Bank of Chicago.
a. Reported data includes deposits and assets in all branches of banks with home offices in the five metropolitan statistical areas (MSAs).
b. Total transaction accounts include demand deposits, automated teller accounts, and NOW accounts.
c. Nontransaction savings include money market depository accounts (MMDA) and IRAs.
d. This category includes both time certificates and open-time certificates over $100,000.
e. Includes loans made to depository institutions, leases, and bankers acceptances, and unearned income.
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Table A-ll 







Battle Creek MSA .......
Benton Harbor MSA
Kalamazoo MSA ........





















, . . . . 484,600
.... 180,600
. .... 161,300
. . . . . 382,800
90,200
















































































































































SOURCES: State of Michigan Department of Management and Budget and U.S. Bureau of the Census, 1988 County Estimates.
NOTE: Battle Creek MSA is Calhoun County; Benton Harbor MSA is Berrien County; Kalamazoo MSA is Kalamazoo County; and Muskegon MSA is
Muskegon County.
a. 1988 population figures are estimates.
Table A-12 
Existing Home Sales
Number of sales 
third quarter
Battle Creek Area ...........
Berrien County Area .........

























































SOURCE: Michigan Association of Realtors and the Muskegon Board of Realtors.
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